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in the analysis. The originality and value of this paper lie in the fact that the problem 
of low social trust in NGOs in post-communist countries is analyzed by linking it with 
the development of NGO accountability and civil control over them.

Keywords: NGOs, post-communist countries, institutional theory, NGOs 
accountability, civil trust

JEL: M41, I31

Introduction

In communist countries after the end of World War II , the state took control of public 
benefit organizations for more than forty years. Social activity was destroyed; foun-
dations’ assets were nationalized, and their activities were prohibited. Years of com-
munism made people mistrust all private actions and convinced them that it is state 
entities that are responsible for eliminating all social problems. The result today is that 
some citizens in post-communist countries are still not interested in helping others 
(Waniak-Michalak and Michalak 2016). As the level of public trust in post-communist 
countries is low (Wike 2008), public benefit activities are sometimes regarded suspi-
ciously. After the end of communism, the lack of social capital, i.e., informal values and 
ethical norms common to people creating such organizations, was an obstacle to the 
development of non-governmental organizations (NGOs). 

In order to build these ties, it was first necessary to increase people’s trust before 
then starting cooperations and obtaining mutual benefits. One way to build trust 
was through self-regulation, control, and accounting regulations for NGOs. The pur-
pose of the paper is to describe the process of creating institutional settings in three 
post-communist countries and to analyze the change of the social trust in these coun-
tries in line with the development of rules and norms for NGOs. Although institu-
tional theory posits that institutions are made up of three pillars (regulative, norma-
tive, and cultural-cognitive), only the first one was used in our study. The following 
research questions were asked:

 – How did the regulations for NGOs, the norms, and the rules in  the cho-
sen post-communist countries change in the 20 years after the end of com-
munism?

 – Are the scopes of the changes different or similar?
Did public trust in NGOs in post-communist countries change for the better?
To answer these questions, we used a literature analysis and the inductive meth-

od to analyze the historical data for the chosen countries: Lithuania – the European 
country in the last place in the World Giving Index ranking (2017), Poland with the 
average result in WGI ranking and Croatia – the first (the best) among all post-com-
munist countries in the World Giving Index ranking (2018).
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We will analyze the period 2009–2017, because the CAF (Charities Aid Founda-
tion) has not published the data for interviews conducted in 2018 in the report pub-
lished in 2019. 

Our paper is organized as follows. Firstly, the problem of regulations for NGOs and 
their development in light of institutional theory is discussed. In the second section, 
the development of the NGO sector, in comparison with public trust levels measured 
by the World Giving Index, is presented. Then the process of accounting regulations 
and control of NGOs in the three countries is presented in detail, and conclusions are 
drawn on the similarities and differences in the countries as well as the relationship 
between the social trust levels and their accounting regulations. Finally, the discus-
sion and conclusions are presented. 

Institutional theory

Institutions are sets of rules and practices, like formal and informal regulations, social 
norms and rules, shared understandings, and beliefs (Koster, Simaens & Vos 2019). 
According to North (1990, p. 3), “Institutions are the rules of the game in a society or, 
more formally, are the humanly devised constraints that shape human interactions. 
In consequence, they structure incentives in human exchange, whether political, so-
cial, or economic.” Institutional theory recognizes that it can shape the meaning and 
validity of social behavior (Scott, 2008). Williamson (2000), a proponent of new insti-
tutional economics, suggested four levels of social analysis. The higher level of social 
analysis imposes constraints on the lower level, but also, the lower level causes some 
feedback for the higher levels (Williamson 2000):

 – Level 1: embeddedness (informal institutions, customs, traditions, norms, re-
ligion).

 – Level 2: institutional environment (formal rules of the game – esp. property, pol-
ity, judiciary, bureaucracy).

 – Level 3: governance (play of the game – esp. contract aligning governance struc-
tures with transactions).

 – Level 4: resource allocation and employment (prices and quantities, incentive 
alignment).

New institutional economics concentrates mainly on levels 2 and 3 (Williamson 
2000). 

One of the essential characteristics of the socialist economy was that public admin-
istrations could interfere with companies and their relationships. The change of the 
economic system in the late 1980s and early 1990s required extensive institutional 
changes, including the change of fundamental legal rules. The possibility of the direct 
intervention of the administration was limited, and the role of legal norms increased 
significantly (Lissowska 2004, pp. 8–10).
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After the end of communism, most people did not believe in private activity, and 
cases of fraud at the beginning of the capitalist period did not improve the situation 
(Dąbrowska, Gumkowska and Wygnański 2002). Some NGOs were created not as a re-
sult of the growing interest of society in the problems of others (i.e., for altruistic rea-
sons), but in order to commit fraud or run other activities that were contrary to the 
principles of social coexistence and the law. 

Social behavior is shaped by the institutional context in which it takes place – faith 
or a lack of faith in private property, and regulating activities or not (Tolbert and Zuck-
er 1996). However, social theory says that individuals always choose cost-benefit cal-
culations (Coleman 1990; Hechter 1990). Therefore, the assumption that regulating 
NGO activities influences the social trust for them would be false.

Research conducted in post-communist countries shows that donors to NGOs 
do not use the financial information of NGOs to make decisions (Waniak-Michalak 
and Zarzycka 2015). Therefore, the decision to set financial reporting regulations for 
them was based on the global expectations of the accountability of all organizations. 
The politicians’ approach to reforms and regulations was shaped by the political sys-
tems and institutions in other European countries. Poland, Lithuania, and Croatia, 
as EU members, were imposed to the influence of institutional settings of other Eu-
ropean countries. The assumption that a state institution is autonomous was rejected 
by scientists in the 1980s when the theory of historical institutionalism was formed 
(Skocpol 1985). The evolution of existing institutions results from external factors 
(general operating conditions) that generate the possibility or need for new, better 
practices, or from pressure from groups interested in promoting institutional chang-
es. As regards post-communist countries, there was a situation in which institutional 
continuity was broken, especially regarding formal norms and regulations. The na-
ture of the transformation process, as a kind of imposed process, necessitated revo-
lutionary changes, including the need to create a legal system that was adapted to the 
new political system, and which was influenced by institutions from other European 
countries (Lissowska 2004, pp. 60, 63–64).

Given the above, it was assumed that the chronology and scope of the regulations 
introduced for the activities and reporting of NGOs in post-communist countries 
were similar. We will try to prove this thesis in subsequent points of the article.

The same effect may appear in the NGO sector when some of them start to follow 
the rules and regulations. It is called isomorphism (Boxenbaum and Jonsson 2017). 
According to Powell and DiMaggio (1986), two types of isomorphism can be distin-
guished, competitive isomorphism and institutional isomorphism. Weber called com-
petitive isomorphism the “cage of rationality” (Baehr 2001), pointing out that compet-
itive processes force organizations to adopt similar forms and actions. Institutional 
isomorphism stems from (1) political changes and needs of greater legitimacy, (2) the 
response to uncertainty, and (3) the tendency for professionalization. 

The more organizations are similar to their activities, the more isomorphic institu-
tionalism deepens. The more NGOs prepare reports, the more reporting becomes in-
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stitutionalized. Isomorphism can be strengthened by standardizing reporting or mak-
ing it compulsory. Problems arise when the stakeholders’ expectations and behavioral 
patterns conflict with the interests of the organization. Then the phenomenon of de-
coupling (stratification) takes place, i.e., formally, the organization prepares financial 
statements, but they do not reflect what the organization does (MacLean and Behnam 
2010). So, organizations are driven by, e.g., institutionalized products, services, tech-
niques, policies, and the reporting system, which function as powerful myths. Organ-
izations that become isomorphic with those myths of the institutional environment 
gain legitimacy, stability, and enhanced survival prospects (Meyer and Rowan 1977). 
The following sections of the article attempt to describe what NGOs’ institutional iso-
morphism in accounting looks like in post-communist countries.

The institutions (norm, rules, regulations) support entities that cannot be respon-
sible, accountable, or sustainable on their own. As research indicates, sustainability 
is not at the core of an NGOs’ mission, and the way they act does not always follow 
the principles they advocate (Fassin 2009). Moreover, access to NGOs’ financial data 
will not necessarily increase the rationality of decisions made by donors and NGO 
other stakeholders. People have a limited ability to analyze reality and make rational 
decisions. According to Herbert Simon, in some situations, it is unreasonable for peo-
ple to analyze huge amounts of data to achieve maximum satisfaction. They conclude 
that the search for a perfect solution is, in itself, a costly activity. Therefore, people ap-
ply limited rationality – they save their time and effort, ultimately making decisions 
that are not perfect, but good enough (Krugman and Wells 2018). For example, they 
may decide to imitate others. If most people give money to a particular NGO, it may 
be enough to make a positive decision to support this NGO. This behavior is very sim-
ilar in post-communist societies, where people tend to conform and imitate (Hodges 
2014). Thus, the trust for NGOs can be built not by the contents of a financial state-
ment but because the reporting and financial control of NGOs are obligatory.

The historical background of non-profit organizations 
in Croatia, Poland, and Lithuania
The earliest roots of civil society in Croatia can be traced to the work of brotherhoods 
that reached their peak in the early 1800s. The first written brotherhood statute was 
written in 1463, and it proves that, even then, these organizations did some of the 
things that would today be under the domain of civil society organizations (Draft Na-
tional Strategy – Working Material for Counseling 2017). In Poland, before the First 
World War, charitable activities were run by Church organizations. Because of the 
partitions of both Poland and Lithuania, Polish society could not integrate and co-
operate for the common good. That is why the first foundations or associations set 
up by members of society can be distinguished after World War I  (Waniak-Michalak 
and Michalak 2016). 



138

Halina Waniak-Michalak, Ivana Perica, Sviesa Leitoniene, Ewa Chojnacka

According to Zalimienė and Rimšaitė (2007), the participation of the non-govern-
mental sector in the provision of social services in Lithuania also has old historical 
traditions (around the 15th century). Members of parishes, dioceses, and religious and 
secular organizations (Caritas, Catholic Women’s Society, Vincent Paulius, St. Nich-
olas, St. Zita, Lithuanian Women’s Care, and other associations), established the first 
shelters for the elderly, the sick, and orphans. Until the first world war, the state was 
usually only a supporter of secular and Catholic non-governmental organizations that 
provided all basic social services. Organizations established homes for children and the 
elderly, and they took care of poor people, education, and caring for the sick. Members 
of the Catholic Women’s Society of Lithuania even initiated the first training courses 
for social workers and tried to create the basis for a new profession; however, this nev-
er came to fruition due to the Second World War and Soviet occupation (Žalimienė 
and Rimšaitė 2007).

In Croatia, from the end of the 18th century up to the 1950s, the civil society de-
veloped through the growth of associations and societies that were funded by the in-
itiatives of rich members of society. They founded and helped fund orphanages, hos-
pitals, schools, and cultural institutions. These initiatives were also supported by the 
Catholic Church, which founded different organizations in order to help the poor 
(Bedžovan 2003b, p. 90). It was when associations and societies gradually formal-
ized and started to make internal rules and statutes that defined membership, boards 
of directors, chairmen, and presidents (Draft National Strategy – Working Material 
for Counseling 2017).

In Poland, many associations and foundations were liquidated in on July 23, 1940, 
as a result of the order of Hans Frank, the governor-general of the occupied Polish 
territories (Kroll 1985). All associations in Poland had to stop their activity, and their 
property was confiscated. 

According to Stasiukynas (2014), the breakthrough of community-based organi-
zations, as well as the non-governmental, nonprofit sector in general, was associated 
with the proclamation of independence in Lithuania in 1918. In Lithuania, the number 
of NGOs grew before the Second World War. However, after the loss of independence, 
the situation changed, and civic initiatives were limited by the authorities (public or-
ganizations and cooperatives were left) (Šimašius 2007).

In Croatia, many foundations and humanitarian organizations were formed in the 
interwar period. After the Second World War, in all three countries, socialism was 
introduced, and freedom of  society was limited. Foundations were nationalized 
or stopped existing. The state had complete control and monopolized all social ser-
vices. The only exceptions were some associations that helped the sick or disabled, and 
the Church, which provided social aid and took care of the elderly and addicts through 
Caritas (the charity established by Church) (Bedžovan 2003b). In Poland, in 1952, with 
the power of the legal act, all private foundations and associations were liquidated, and 
their assets were seized by the government (Arczewska 2009). For many years, Polish 
citizens were taught that private organizations would only harm society and would 
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serve only as a mechanism to steal and launder money. However, in the late 1970s, 
Poles noticed that the government’s mechanisms had not managed to satisfy society’s 
needs, so they began to create informal charitable organizations.

The Soviet period negatively affected the activities of non-governmental organiza-
tions not only in Lithuania but also in other post-Soviet republics. Only after the col-
lapse of Communism did new opportunities for the development of civil society and 
NGOs open up. According to recent research in the former republics of the Soviet Un-
ion, the revival of civil society was made possible only by restoring national identity 
and mutual trust among citizens (Kėrytė 2010).

More developed forms of civil society initiatives that were closer to the contempo-
rary meaning of the term occurred in Croatia in 1982 with the introduction of the Law 
on social organizations and citizens’ associations. That law served as a legal frame-
work that made it legal to associate in such a manner. By 1985, 10,844 social organi-
zations and 547 citizens’ associations were officially registered (Draft National Strat-
egy – Working Material for Counseling 2017). 

In Poland, most associations and foundations also sprang up after the fall of com-
munism. The first legal act regulating the activity of foundations in Poland was an-
nounced in 1984, and governmental control over these organizations was abolished. 
In 1997, 20,700 associations and 3400 foundations were registered.

Even though the roots of today’s civil society can be found in different forms of so-
cial organization within the realms of the social-political paradigm established after 
World War II , the most significant development of civil society took place after 1991. 
It was at that time that the Republic of Croatia was formed as an independent country 
(Draft National Strategy – Working Material for Counseling 2017) and when Poland 
overthrew communism. The political changes of the time promoted freedom of as-
sembly as a basic human right (Bedžovan 2003b). 

After the restoration of independence of Lithuania in 1990, the mood of patriotism, 
nationality, and social initiatives took place. NGOs that had existed before the Second 
World War (such as the Scouts) were restored. Underground informal civic initiatives 
were legalized, and new organizations also emerged (e.g., “Social Service Volunteers,” 
the LCCP “Step” and others). In reviewing the regulations of various public organi-
zations established between 1992 and 1997, it can be argued that nationality, patriot-
ism, assisting relatives, sobriety, and similar values were predominant (Stasiukynas 
and Žuromskaitė 2014). It is noteworthy that financial support and other support were 
given by Western countries (Sweden, the United States of America) as a significant 
contribution to the development of NGOs and communities in Lithuania. The coun-
try was flooded with ideas and methods of new (unusual) activities. The meaningful-
ness of the public activities and the purposeful employment were realized by methods 
different from what had existed before, which was very attractive for young, proac-
tive people. The non-governmental sector is considered to be one of the fastest devel-
oping sectors in Europe, including Lithuania. Two hundred and sixty public organi-
zations were registered in Lithuania in 1995, while in 2005, the number had reached 
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15,000. Various financial mechanisms have fostered and strengthened the NGO sec-
tor: PHARE (EU Program: Poland and Hungary: Assistance for Restructuring their 
Economies), and later mechanisms for strengthening the European Union and the 
European Economic Area.

Rural community support schemes had a significant influence on the development 
of rural communities. However, the number and activity of NGO organizations de-
pend on the country’s economic and political situation (Matonytė 2003). It should 
be emphasized that the slow development of non-governmental organizations in Lith-
uania was influenced by the political passivity of Lithuanian citizens (Kėrytė 2010) and 
lack of authority (Guogis, Gudelis and Stasiukynas 2007). It needs to be noted that there 
is no single NGO statistical database in Lithuania, and a significant number of regis-
tered organizations do not carry out any activities. The main reason is that NGOs rely 
on volunteering, and there is no systematic financing of organizations in this field. 
Meanwhile, the official termination and de-registration of an organization requires 
additional resources (Stasiukynas 2014). 

In Croatia, the first nonprofit organizations were formed during the Croatian War 
of Independence and the following refugee crisis in the early 1990s. It was at that time 
that many humanitarian organizations were founded and started collecting and dis-
tributing aid, providing shelter for refugees and other victims of war (Bežovan 2003a). 
They managed to successfully create a network with similar organizations in Europe, 
and they relied on many international humanitarian aid organizations. Internation-
al organizations tend to be more effective if they have strong local organizations, 
and much of their work is to establish local self-managing organizations, which was 
also part of their exit strategy from Croatia (Bedžovan 2003b). The nonprofit sector 
in Croatia mainly developed with international aid in a time of crisis, mostly to man-
age problems that arose as a direct consequence of the war (Bedžovan 1995, p. 211). 
At that same time, numerous professional associations (psychologists, doctors, so-
cial workers) and other associations self-organized in solidarity with groups endan-
gered by the war (Bedžovan 2003b). Many of these organizations received extensive 
humanitarian aid. 

NGOs in Poland, Croatia, and Lithuania face a series of challenges: financial prob-
lems, a lack of skilled personnel, poor networking with other associations, insufficient 
cooperation with local counties and cities, a shortage of volunteers, prejudice against 
NGOs, and long-term planning, which proved to be difficult due to a change in do-
nor requests (Bedžovan 2003a). Regardless of this fact, the non-profit sectors in these 
countries still is a sector whose potential is considerable. 

According to  the data from the Croatian Ministry of  Public Administration 
on  31.12.2017, 52,244 associations and 242 foundations were officially registered 
in Croatia. In Poland, there were 73,400 associations and 13,600 foundations, while 
the list of the Lithuanian State Enterprise Centre of Registers included 19,703 associa-
tions and 1005 foundations. A detailed comparison of the level of development of the 
nonprofit sector in Croatia, Poland, and Lithuania is shown in Table 1.
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Table 1. The number of nonprofit organizations in Poland, Croatia, and Lithuania in 2017

Associations Foundations Total
Associations 
per 10,000 
inhabitants

Foundations 
per 10,000 
inhabitants

Total per 10,000 
inhabitants

Poland 73 900 14 200 91 000 19 4 23
Croatia 52 244 242 52 486 125 1 126
Lithuania 197 03 970 20 673 69 3 73

Source: own elaboration based on data from the Statistical Offices in each country.

The number of charitable organizations in the three countries does not prove that 
there is a difference in the development of the sector (Table 1). The most active per 
10,000 inhabitants is Croatia; however, further analysis of NGOs’ revenues shows that 
the capacity measured donations from society is much lower in Poland and Croatia 
(Table 2). The analysis of NGOs in Lithuania is complicated because there is no official 
registry of the sector. It indicates the lower control over their activity in Lithuania and 
thus may be a sign of the lower development of the sector. Moreover, the lack of data 
may decrease public trust in NGOs.

Table 2. Revenues of NGOs in Poland, Croatia, and Lithuania in 2017

Annual gross income in EUR* Annual gross income in EUR/average 
salary

Poland** 72,550.00 6.22
Croatia 26,878.00 2.80
Lithuania – –

* Values of revenues in national currency were changed to EUR using the currency prices for the last day 
of the year
** the values are for 2016; data for 2017 were not available
Source: own elaboration based on data from the Statistical Offices in each country.

Accountability, control, and public trust of NGOs

Accountability of NGOs

Until 1994, there was no separate accounting system for non-profit organizations 
in Croatia. Until the Republic of Croatia gained its independence, all business entities 
were state-owned. Thus, until 1992, there was a single accounting system in Croatia 
characterized by uniform accounting. In 1993, the Law on Accounting introduced 
a dual accounting system, which compiles financial statements for external users but 
also financial reports according to tax laws. Those reports are then submitted to state 
institutions.

In Poland, the first Accounting Act was introduced in 1994. Before then, singular ac-
counting and separate accounting regulations for different industries were used. 
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The development of the nonprofit accounting sector in Croatia (shown in Table 3) 
started in 1994. In Poland the first act to regulate non-profit organizations that fulfill 
public benefit goals was issued in 2003, although the accounting rules for these organ-
izations were prepared earlier, in 1998 (shown in Table 3), i.e., the Decree of the Minis-
try of Finance on accounting rules for some entities that are not trade companies and 
do not run a business activity. The Decree presented the structure of the balance sheet 
and income statement for these entities. Moreover, according to the rules, non-profit 
organizations did not have to follow the prudence principle. Later, in 2004, the Decree 
of the Ministry of Finance on the obligation of public benefit organizations to audit 
their financial statements was introduced. The goal was then to establish a system that 
would work with every specific organization from this sector.

In Lithuania, the activities of non-governmental organizations have been regulated 
since 1992, when the Government passed the Decree “On the Approval of the Basic 
Provisions of the Statutes of Non-profit Organizations (Enterprises)” (shown in Ta-
ble 3). This legislation was the most important document regulating NGO activities, 
and it has defined the main principles of NGO activities and financing peculiarities 
for a long time. However, this Decree did not contain any provisions or requirements 
governing the accounting and financial reporting of NGOs. They were guided by gen-
eral corporate accounting legislation, responses from tax administrations to individ-
ual inquiries, and creatively adjusting them to the specifics of NGO activities and 
funding.

Table 3. Accounting and other legal acts regulating the activity of NGOs in Croatia, Poland, and 
Lithuania in the years 1982–2008

Year Croatia Poland Lithuania
1982 Law on social organizations 

and citizens’ associations
1984 Act on Foundations 

regulating the creation, 
activity, and reporting 
of foundations

1992 Law of humanitarian aid The Decree on the approv-
al of the basic provisions 
of the statutes of non-prof-
it organizations

1993 Accounting Act
1994 A separate accounting 

system 
Fund accounting 
Modified accounting 
principle

Accounting Act, accrual 
principle, and double 
accounting introduced 
for all entities

1995 Law on Religious Communi-
ties and Associations, and 
Law on Public Organiza-
tions
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Year Croatia Poland Lithuania
1996 Law on Charity and Spon-

sorship Funds, Law on As-
sociations, and Law on Pub-
lic Institutions

1998 Decree of the Ministry 
of Finance on detailed 
accounting rules for some 
entities that are not trade 
companies and do not run 
business activity

1999 Establishment of the Gov-
ernment Office for Cooper-
ation with NGOs

The Order on the Financial 
Accounting of Grants and 
Subsidies

2003 Law on public benefit activ-
ities and volunteering

2004 The Decree of the 
Ministry of Finance on the 
obligation of public benefit 
organizations to audit their 
financial statements
Activity reports are 
obligatory.

The Rules of Accounting 
and the Financial Reporting 
of Non-Profit Civil Liability 
Legal Entities

2008 The accrual principle  
Harmonizing with interna-
tional financial and statisti-
cal reporting 
Accounting plan estab-
lished according to interna-
tional economic classifi-
cation 
Harmonization with entre-
preneurial accounting 

Source: own elaboration.

The first step in the non-profit sector accounting system in Croatia, Poland, and 
Lithuania was the introduction, between 1994 and 2008, of a dedicated accounting 
system that applied fund accounting and a modified accounting principle (Table 3). 
At the time, accounting for non-profit organizations was done according to the Decree 
on the accounting of non-profit organizations issued in Croatia in 1994 (based on the 
Law on accounting from 1992), in Poland in 1998, and in Lithuania in 1999. 

In Poland, non-profit organizations could prepare their financial statements with 
the structure suggested by the Decree. It gave NGO managers general definitions of the 
revenues and costs of non-profit activities, but the rules of bookkeeping remained the 
same for all business and non-business units. To improve the accountability of Polish 
NGOs, in 2003, the Law on public benefit activity and volunteering was issued. The 
act introduced the obligation for public benefit organizations to prepare activity state-
ments presenting the information not only on financial results but also employment, 
the number of volunteers, donations, and donors.
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In Lithuania, the first attempt to regulate the accounting of NGOs was the Order 
of the Minister of Finance of the Republic of Lithuania of 1999 on the Financial Ac-
counting of Grants and Subsidies. It attempted to regulate the accounting of NGOs, 
but it did not meet the needs of NGOs. In 2004, in order to move to international ac-
counting standards, the accounting of companies was reorganized, and it was decided 
to regulate the accounting of non-profit legal entities, including NGOs. In 2004, by or-
der of the Minister of Finance of the Republic of Lithuania, the Rules of Accounting 
and Financial Reporting of Non-Profit Civil Liability Legal Entities were approved. 
They were to be applied by NGOs when preparing the 2005 financial statements. These 
rules have taken over the mandatory application of the accrual principle, as well as oth-
er accounting provisions that are recorded in the Business Accounting Standards. 

The main provisions of the new accounting rules have indeed been considerably 
simplified compared to the Business Accounting Standards – they did not contain 
some requirements specific to profit-making companies. However, the problem is that 
the key feature of uniting all non-profit legal entities is to benefit the public perfor-
mance, but their requirements were not fully reflected in the new accounting rules. 
Not taking into account the specifics of NGO activities caused several accounting and 
tax accounting problems. Until 2005, the goal of NGO accountability was the only one 
to correctly reflect the performance of NGOs in knowing the real situation. Since 2005, 
besides financial reporting (balance sheet, performance report, and notes), NGOs are 
also required to provide tax reporting. The purpose of this is to present performance 
results for tax purposes in accordance with the NGO tax legislation.

In Croatia, the next step in the development of the accounting system happened 
in 2008 with the introduction of the new Decree on non-profit organizations accounting 
that introduced many changes and, as a consequence, successfully harmonized it with 
entrepreneurial accounting and international financial and statistical reporting.

Table 4. Accounting and other legal acts regulating the activities of NGOs in Croatia, Poland, and 
Lithuania in the years 2009–2018

Year Croatia Poland Lithuania
2009 Monitoring financial data of non-

profit organizations as a sector 
General data on subjects and 
data relevant for the database 
of financial reports from 
the Registry of non-profit 
organizations become available 
to the public according to the 
ordinates of the Law on the 
right to access information (the 
exception being small, non-profit 
organizations)
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Year Croatia Poland Lithuania
2010 Rules for the Accounting 

and Financial Reporting 
of Non-Profit Civil Liabil-
ity Legal Entities and the 
Evaluation of the Assets 
and Services of the Par-
ticipants of the Political 
Company

2011 Obligation to publish the fi-
nancial and activity report 
on the government website

2013 Law on the Development 
of Non-governmental 
Organizations 

2014 NGOs are obliged to fulfill 
the regulations of the Ac-
counting Act as other en-
tities. However, they can 
prepare simplified financial 
statements if they do not 
run a business activity.

2015 The Law on Financial Operations 
and Accountancy of Non-Profit 
Organizations came into force 
The obligation to self-
assess financial management 
and to enforce control. 
The obligation to make plans for 
large non-profit organizations  
The obligation to create financial 
reports  
All financial reports made public 
through the Registry of non-
profit organizations

Law on public benefit 
activity and volunteering- 
full and simplified activity 
reports. Some NGOs 
do not have to prepare 
financial statements

Obligation to submit 
financial statements 
to the State Enterprises 
“Center of Registers” 
and “Statistics Lithuania.”

2017 Creation of the National 
Institute of Freedom – the 
Center of Civil Socie-
ty Development, which 
is responsible for the dis-
tribution of grants and in-
formation on NGOs

2018 Changing the Rules for 
the Accounting and 
Financial Reporting 
of Non-Profit Civil Liabil-
ity Legal Entities and for 
the Evaluation of the As-
sets and Services of the 
Participants of Political 
Companies

Source: own elaboration.
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In  the case of  Lithuania, The Rules of  Accounting and Financial Reporting 
of Non-Profit Civil Liability Legal Entities were adjusted in 2010 (shown in Table 4). 
These rules were extended to include an evaluation of the assets and services of the 
participants of political companies. In 2015, NGOs were obliged to submit their finan-
cial statements to the Center of Registers. This somewhat increased the transparency 
of their activities, as these reports could be bought at the Registry Center. In 2018, the 
accounting rules of NGOs changed again, and NGOs were allowed to use simplified 
accounting.

Control over NGOs

As doubts about the misuse of humanitarian aid leaked into the public domain, in 1992, 
the Croatian government issued the Law of humanitarian aid. The government also 
founded a commission to monitor humanitarian organizations, to monitor and stop the 
processes of resale and the unlawful use of humanitarian aid (Bedžovan 2003b). 

In Poland, since 2018, the Director of the National Freedom Institute has control 
over NGOs; previously, the task was performed by the Ministry of Work and Social 
Policy. According to the “Law on public benefit activity and volunteering,” all chari-
table organizations with the status of public benefit organizations must publish their 
financial statements. If they do not fulfill the requirement, they may lose the status 
of a public benefit organization. 

The Decree of the Government of the Republic of Lithuania, “On the areas of man-
agement entrusted to ministers,” stipulates that the Ministry of Social Security and 
Labor is responsible for managing the development of communities and non-govern-
mental organizations. One of the objectives of the Ministry of Social Security and La-
bor is to formulate the development policy of communities and non-governmental 
organizations, to organize, coordinate, and control its implementation. Meanwhile, 
the Authority of Audit, Accounting, Property Valuation, and Insolvency Management 
(under the Ministry of Finance) monitors the accounting of NGOs to ensure the reli-
ability of financial reporting information. 

In order to increase transparency in the work of associations and under some internation-
al pressure, the Croatian Government established the Government Office for Cooperation 
with NGOs in 1999, which significantly contributed to the transparent allocation of funds 
allocated to NGOs from the state budget (Bežovan, Zrinščak and Vugec 2005). 

The same was done in Poland, but in 2017. In September of that year, the National 
Institute of Freedom – the Center for Civil Society Development was set up to support 
the development of civil society in Poland. The Institute receives government grants and 
allocates the money in projects carried out by nonprofit organizations in Poland. 

Meanwhile, in Lithuania, the Commission for the Coordination of Non-Govern-
mental Organizations’ Affairs was established in 2010. It consists of representatives 
from state institutions, municipalities, and non-governmental organizations. The main 
functions of the Commission are to put forward proposals to the Government on leg-
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islation regulating the activities of non-governmental organizations and on the de-
velopment of new legislation; the development of cooperation between the state, mu-
nicipal institutions and institutions, and non-governmental organizations; and the 
implementation of measures for the development of non-governmental organizations. 
In 2014, the activities of the commission were taken over by the Council of Non-Gov-
ernmental Organizations.

Public trust in NGOs and their level of accountability

An important issue for NGOs operating in post-communist countries is the persistent-
ly low level of public trust in them (Waniak-Michalak and Zarzycka 2013; Borowiecki 
and Dziura (eds) 2014; Waniak-Michalak & Michalak 2016). For example, in Poland and 
Lithuania, 26 years after the fall of communism, society believes neither in the honesty 
nor in the effectiveness of NGOs. Research by the Klon-Jawor Association in Poland 
proves that the trust of Polish citizens in NGOs decreased in both 2014 and 2016. Almost 
50% of respondents believed that NGOs embezzle the money they receive. One of the 
reasons for the low civil trust may be the lack of tools to evaluate NGOs, like the Char-
ities Navigator in the USA or the website of the Charity Commission in the UK. 

In the case of Poland and Lithuania, however, the only possibility for donors to eval-
uate an NGO’s achievements is to analyze their financial statements themselves. Un-
fortunately, many donors do not have the skills or time for it, or, if they do, they find 
that the financial statements are of low quality (Ling and Gordon 2013). According 
to some researchers, accountability matters (Agyemang et al. 2009). Howard (2003) 
contends that post-communist countries have lower levels of organizational member-
ship than democracies and other post-authoritarian states, with the weakness of civil 
society in the region stemming from the mistrust of the previous communist organ-
izations, the persistence of personal contacts over community ones, and widespread 
disappointment with the reforms undertaken in the early post-communist era. 

Faith in the non-profit sector has been questioned as a result of several high-profile 
scandals, prompting increasing calls for transparency. Discrepancies between what 
NGOs say and do are noticed and analyzed in research studies and papers (Epper-
ly and Lee 2015; Gray, Bebbington and Colisson 2006; del Mar Gálvez-Rodríguez 
et al. 2014). At the same time, there is a significant gap in the research on NGO ac-
countability and state control over them. It should be noted believe that before im-
plementing regulations to control NGOs, an investigation should be carried out into 
whether they are required and, if so, what form they should take. 

A few empirical studies conducted by various international and national NGOs can 
be found that cover NGO accountability and transparency. For example, Transpar-
ency International (2008) surveyed 605 Lithuanian NGOs concerning their goals and 
performance, accountability, and transparency issues. 66.9% of respondents asserted 
that NGOs are transparent, while 26.6% believe the opposite. Information disclosure 
of financial accountability to the public is evaluated the lowest – only 9% of respond-
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ents believe that public accountability of NGOs is acceptable. These research results 
are consistent with the results of other research related to financial information dis-
closure and transparency. Below is a graph of the public trust indices in Poland, Lith-
uania, and Croatia.

Chart 1. The civil trust in Poland, Lithuania, and Croatia in the years 2009–2017
Source: own elaboration of data of Charities Aid Foundation.

According to the research of the Charities Aid Foundation, social trust for NGOs 
increased in 2014 in some countries, mainly as a result of natural disasters (flooding 
in Croatia) or wars. At the time, people decided to make donations, not to a specif-
ic organization but for a specific purpose. It should also be noted that in 2015, two 
fundamental legal acts were introduced in Poland and Croatia. However, their effect 
would be expected in the next year or later when new financial statements of NGOs 
would be prepared. 

In 2015, a further decline in social trust for NGOs can be observed in Poland. 
During this period, the conservative political party PIS gained a majority in the gov-
ernment, and it started to run a campaign against non-governmental organizations. 
PIS party members made allegations of misappropriation of public funds and fraud 
committed by NGOs, and as a result, some citizens turned against NGOs. One of the 
reasons for the government’s attitude was its unwillingness to accept refugees. There-
fore, it did not want to finance activities that aimed to support or integrate refugees, 
that supported human rights, or that aimed to give different minority groups the right 
to equal treatment, among others. This stance awakened a strong institution in Poles, 
intolerance, which became a tool to fight against NGOs and civil society. Therefore, 
the public trust for NGOs in Poland is even lower than in 2009, before all the most 
critical changes in legal requirements, including accounting rules, for NGOs.

In other countries, the lack of institutional mechanisms (imposed on citizens by the 
state as a social obligation) resulted in a decline in charity. In Poland, a 1% income 
tax mechanism was introduced in 2004. Initially, if Polish taxpayers wanted to make 
a contribution, they had to make their payments to selected non-governmental or-
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ganizations and then show the amount of the donation as an item that was deductible 
from their income tax. However, it turned out that Poles were not ready to accept such 
a duty. It was not their business, and it required too much effort. Therefore, in 2007, 
a change was introduced in the way taxpayers transferred the 1%. Since then, taxpay-
ers only have to indicate on their tax statement to whom they want to transfer the 1%, 
and the money is transferred by the tax authorities. In the following year (2008), this 
change resulted in four million more taxpayers making deductions to a charity.

Lithuania has the lowest level of public trust. Markšaitytė et al. (2017) point to the 
link between social trust in Lithuania and the low level of happiness of Lithuani-
ans. Their lack of faith in the possibility of improving their well-being discourages 
Lithuanians from helping others. The compulsory reporting by non-governmental 
organizations (NGOs) to the Center of Registers (2015) only temporarily increased 
public trust in NGO organizations in 2015. In 2016, trust levels fell again. And while 
changing the rules for the accounting and financial reporting of NGOs in 2017 in-
creased the transparency of these organizations, it takes time. Therefore, the prob-
lem of the low trust in NGOs will not be solved only by increasing the accountabil-
ity of NGOs.

Conclusions

Philanthropic activities had early beginnings in the three countries (Poland in the 
12th century, and both Croatia and Lithuania in the 15th century), but this did not result 
in the creation of social capital or trust in charity organizations. The experience of the 
communist regime was of great importance. In all three countries, the re-develop-
ment of NGOs generally followed the fall of communism. Since the early 1990s: 

 – The introduced legal rules were intended to constitute a formal basis for the devel-
opment of NGOs, in the absence of acquired and established social norms.

 – The formal institutions that determined the development of NGOs are the intro-
duction of laws, including the regulation of accounting for NGOs, access to re-
ports, and the introduction of a supervisory body. 

The institutional changes in the NGO sector in the analyzed countries followed the 
same path. However, their scope is different, and it is difficult to link the scope of  
the introduced regulations with the observed social trust in the analyzed countries. The 
fastest legal changes were introduced in Croatia: 

 – Accounting law for NGOs – 1994,
 – Access to NGO reports – 2008, 
 – Control Body – the Croatian Government established the Government Office 

for Cooperation with NGOs in 1999. 
However, this did not result in a high level of trust. In 2010, it was the lowest in com-

parison to Poland and Lithuania (one of the limitations of the study is that there are 
no trust data before 2010).
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Changes in Poland took place a bit later: 
 – Accounting law for NGOs – 1998, 
 – Access to NGO reports (only public benefit organizations) – 2011, 
 – The creation of the National Institute of Freedom – Center of Civil Society De-

velopment – 2017.
Despite the slower institutional development of the Polish NGO sector, social trust 

in NGO activities has been higher than in Croatia since 2010.
The social trust in NGOs is lower in Lithuania compared to the situation in Poland 

since 2010 and to Croatia since 2015, although the development of the institutional 
environment is similar in all countries: 

 – Lithuanian Accounting law for NGOs – 1999 (but more important changes came 
in 2003), 

 – Access to NGO reports in 2015 – obligation to publish, 
 – Inspection body – in 2010, the Commission for the Coordination of Non-Gov-

ernmental Organizations Affairs was established. 
It is important to note that in Lithuania, NGOs’ financial reports have become 

available to the public only since 2015, and, initially, they were only available for pur-
chase from the State Enterprise “Centre of Registers.” Since 2018, this information 
is free.

The assumption that regulating NGOs’ activities influences the social trust for them 
has not been proven. However, it can be assumed that recent legal and accounting 
changes in NGO activities may increase social trust in these organizations’ activities. 
It will take time and will depend on the quality of the implementation of these reforms. 
For this reason, in the future, it would be useful to extend the research by analyzing the 
period from 2018 onwards. In addition, it would be useful to analyze a greater number 
of post-communist countries in any further investigation.
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Streszczenie

Uwarunkowania instytucjonalne w rozwoju sektora organizacji 
pozarządowych w krajach postkomunistycznych

Celem artykułu jest analiza procesu tworzenia otoczenia instytucjonalnego sektora 
organizacji pozarządowych w trzech wybranych krajach postkomunistycznych oraz 
analiza zmian zaufania społecznego w tych krajach w odniesienu do zmian norm praw-
nych i rachunkowości dla organizacji pozarządowych. Metodologia badań obejmuje 
analizę literatury i indukcyjną metodę analizy danych historycznych dla wybranych 
krajów postkomunistycznych. Do badań wybrano trzy kraje postkomunistyczne: Li-
twę – jeden z krajów bałtyckich, zajmujący ostatnie miejsce w rankingu World Gi-
ving Index, Polskę i Chorwację – dwa najlepsze kraje postkomunistyczne w rankingu 
World Giving Index. Ograniczenia badawcze wynikają z zastosowania metody opiso-
wej i niewielkiej liczby krajów objętych analizą. Oryginalność i wartość niniejszego 
opracowania polega analizie problemu niskiego zaufania społecznego do organizacji 
pozarządowych w krajach postkomunistycznych w kontekście rozwoju otoczenia in-
stytucjonalnego organizacji pozarządowych oraz wzrostu ich rozliczalności i cywilnej 
kontroli nad nimi.

Słowa kluczowe: World Giving Index, kraje postkomunistyczne, organizacje 
pozarządowe, teoria instytucjonalna, rachunkowość
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